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SUBJECT: Evaluation of Statement on Corparison of the (MPs ard
Defense Expsnditures of the US and 035H,

REFERENCE: HSC Staff Document (3-6-59), Subjects Relative lise of
Defensse Expanditures by HATC Coumtries.

1. Paragraph 7 of the reference states: Incidentally, NI:. 11-hi=hi
estimates that the USSR has a OWP sbout LOX that of the U.5., ard that
USSR defenss expenditures are almost exactly equivaleat to thoa: of the
U.S. From this it can be deduced that the USSR has a capit:. GN™ of
sbout one~third that of the U.5., znd devotes about 257 of its 5P to
defense, (SECHET)

2, Ewmch of the deductions in the sbove stateaent will be wsluatod

. First, "From this it cam be deduced that the USSK iss a par

capita GNP of about one-third that of the U3 . . ., Owr estima es for
the USSR in 1957 (1957 dollar basis) ars as follows:

(a) Seviet M> was about hOF (1%) of US,
(b} Seviet npopulstion was about 1208 (119%) of us,

Thus, in 1957 the Soviet GRF per enpite was about one=third (341) of
the US,

3. w’ Mo o +USBR & » o devobes about 25; of itas GusP vo defenss,?
This deduction raises the probles: of measuring Soviet 0% and de:fenmse in
robles (market or factor cost ;sriset} or dollars {J8 prices or -Ificial
exchange Twtes). The ICA dsta’ preseated in the first paragrep: of the

: Bsrore conteins the following foo.note on
page B-1: pise comparisens of the levels of gross national -wroduct
between the Europssn countries and the United States sre not pousible,

The conversion inte dallars bas becm made on the basis of official forsiygn
exchange rates, and the purchasing power of the dollar is appre:isbly higher
in most Exropesn coumtrics than in the United States. Imtra-iw-opesn com-
parisons of the converted dellar figures are swbject $o similar limitations.
Adjustments to make thw figures truly comparsble cannet be made.
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percentags derived on this basis is equivalent to using netive
owrrencies. Comparsdle date for the USSR for 1958 cam be darivad
from the following:

Rillion Bubles BMillion Dollars
(1955 market prioces} {4 rubles to 1 dellar)
P 1,620 k5
Defonss 158 39

This would result in a figmre of about 10%. A figure of sboud 11X to 128
would result fyom the use of factor costy instead of market prices,

h. If, bowever, 1957 US dollar values ars used, the Soviet dste for

1958 would be as follows:
Mlilion
owp $150
Defense $hkl

This would result in a figuwre of about 20%.

S BEven though the dwts derived in paregrsph 3 sbove appesrs to be
based on the official reble/dollar rote of exchange, the percertages
derived therefron sre consistent mebthodologically with those listed ix
third colwm of the table in the refarence.

&, A discuszion of the penciled notes sccospanying the refarence
is attached.
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